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CHAP'rER I 
IN'l'HODUC'I' ION 
Statement of the Problem 
•rhe purpose of this study was to constru ct t wo instru c-
tional units for use in the te a ching o f business organiza-
tion. The units, "How Business is Owned 11 and "Rel a tionsh ip 
of Government and Business," aJ.."e prepared according to the 
1 . 
method set forth by Roy o. Billett in his Fundamentals of 
Secondary School Teaching. 
Justification of the Problem 
An entrepreneur must be awaJ.."e of the basic knowledges 
which are inherent in the successful operation of an enter-
prise. The entrepreneur who is lacking in this essential 
information will be unable to operate his business at its 
optimum effi ciency, and as a result, the firm will probably 
fall by t h e waysid e in time of normal or subnormal activity. 
Muse2 made a study of the business activities, interests, 
1 Billett, Hoy o., Fundamentals of Secondary School 
Teaching, Houghton Mifflin Company, Boston, 1940. 
2 Muse, Paul F., A Study of the Business Activities, 
Interests, and Understandings of Secondary School Pupils and 
Adults ~ .§: Basis for Determi,ning Subject Matter Content and 
Grade Placement ££ Basic Business Education ~ the Secondary 
School, Doctor's Thesis, Ohio State University, 1946. 
··t 
and understandings of secondary school pupils and adults. He 
found that the needs and interests of pupils and adults could 
be classified under sixteen basic business topics. The two 
units presented in this paper are subtopics under these 
sixteen major areas. 
"Unit organization offers to the pupils guided activities 
and experiences in classroom laboratory situations where all 
basic educational principles are being observed. 111 Unit 
organization aids in creating situations whereby pupils find 
worth-while goals toward which to work, pointing out direct 
routes to vital areas of experience, and providing for variety, 
flexibility, interests, individual differences, self-develop-
ment, objective evaluation, and application to contemporary 
situations. 
Basic Educational Principles 
Vital to Unit Organization 
Certain basic educational principle s tend to operate in 
every teaching-learning situation. Billett has proposed 
eleven principles which he considers to be vital to unit 
organization. These principles are as follows: 
1. Human beings learn as the result of behavior. 
At the conscious level they behave with refer-
ence to some goal. 
1 Billett, Roy o., "Unit Planning in Business Education," 
Fifteenth Yearbook, Eastern Commercial Teachers Association, 
Philadelphia, 1942, p. 29. 
Unit organization is concerned with helping to 
create situations in which pupils may find 
worth-while goals toward which to work. 
2. Teaching is guidance and direction of behavior 
which results in learning . 
Unit organization is concerned with helping 
pupils to find direct routes to areas of ex-
perience likely to be vital and meaningful, and 
with providing guidru~ce and direction while con-
tributing to the optimal development of the 
pupil's own power of self-direction. 
3. All learning involves integration. What one 
learns coalesces with the person who was to form 
the person who is. 
Unit organization is concerned with helping 
pupils to engage in activities and experiences 
which are not only closely related to each other 
but also to the pupil's present levels of educa-
tive growth. 
4. The pupils in arry given class not only do differ, 
but always will differ, in what they know, are 
able to do, and tend to do in the area repre-
sented by any g iven topic. 
Unit org anization is concerned with providing for 
a flexibility of classroom-laboratory procedures 
which will allow pupils, when necessary or desir-
able, to begin at different places, and to pro-
ceed at different rates, ro~d to achieve different 
though related results, and to do this wheth er 
homogeneous grouping and special classes are or 
are not provided. 
5. Learning is always an individual matter but it 
talces place most efficiently and effectively in 
a social setting. Three important elements· are 
involved in this principle: (l) The group can be 
a stimulus to individual activity; (2) individuals 
within a group can learn a great deal vicru"iously 
from each other's direct experiences; and (3) the 
group is essential to education for co-operation. 
Unit organization is concerned with providing 
opportunities for individual activity, for 
vicarious experience, and for co-operative 
activity. More briefly, it is concerned with 
securing a happy balance of individualization and 
socialization. 
6. 'l'rue interest is essential to optimal emotionali-
zation of behavior which results in learning. 
Unit org anization is concerned with finding out 
the pupil's present centers of interest and with 
making it possible to turn the obtained facts to 
the greatest p o ssible advantage of the pupils in 
the ensuing teachin g-learning cycle. 
7. Rotation of tasks is often helpful when the pupil 
reaches a plate au in learning. 
Unit organization is concerned with providing 
for classroom-laboratory procedures which m~{e 
it easy at least Pal"'t o f the time for a pupil to 
turn from one activity to another without inter-
fering with the r est of the class. 
8. The will to engag e in behavior which results in 
learning is in part a function of explicitness 
of directions. 
Uni t org anization is concerned with offering to 
the pupil reasonably explicit directions without 
providing him a mere recipe to be followed with 
a minimum of thought. 
9 . Freedom is an essential of the teaching-learning 
process. 
Unit org anization is conc erned with giving each 
pupil as much choice as he is able to use wisely, 
in determining what he shall do, and how, and 
when, and where. 
10. Re cognition of progress is essential to continued 
behavior which resul t s in learning . 
Unit organization is concerned with providing 
ways and means whereby both teacher and pupils 
may know what they aJ."' e achieving . 
11. To use what one h as le arned is to prove that one 
has learned it and to incre ase its permanency. 
Unit org anization is concerned with providing 
for t he use or application of what has been 
learne d, in the immediate lives of the pupils, 
in their oth er classe s, in their extracurricular 
activities, and in their out-of-school living. 
By the s ame token, unit org anization is concerned 
with a minimum of the pupil's t ime and energy to 
be s p ent in acquiring learni n g-products for which 
little or no significant use can be found. 1 
Discussion of Terms 
The Unit as used in this paper is the best verbal picture 
of the real unit of learning which the ·writer was able to make 
at this time. This representation is expressed in declarative 
sentences and represents the teacher's goal . in terms of desir-
able chang es to be made in the pupil in concepts, skills, 
ideals, attitudes, and appreciations. It is a recognizable 
advance to be made by the pupils. 
Unit Organization is 11 a systematic way of getting ready 
to do what ought to be done in any good teaching-learning 
cycle--of getting ready to leave undone what ought to be 
left undone. u2 • • It is the first major step in the unit 
method. 
The Delimitation of the Unit is 11 a statement of the 
lesser learning products which are components of the unit and 
which are to be made the direct object of instruction in a 
given class of a given grade level in a given situation 
within a given time allotment." 3 
The Indirect Learning Products are the ideals, attitudes, 
and appreciations toward which the unit and its delimitation 
may contribute. 
1 Ibid, pp. 24-26. 
2 Ibid, p. 23. 
3 Billett, Fundamentals of Secondary School Teaching, p. 505. 
5 
The Incidental Learning Products are the happenings, 
experiences, or activities that the teacher feels are likely 
to take place even though they are not the object of direct 
instruction. 
The Unit Assignment is a well-organized preliminary plan 
for teacher and pupil activity. The unit assignment is 
essentially interrogative, asking questio~s, presenting 
challenges, creating problems, and offering guidance and 
direction of pupil activity. 1 The assignment often includes 
activities and experiences which often involve some or all 
of the following : demonstrations, lectures, discussions, 
reports, readings, experiments, field trips, exhibits, visual 
aids, auditory aids, periods of practice, tests, and indi-
vidual or group projects. 2 
The Core Activities are those experiences which most of 
the pupils, if not all, are expected to participate in at 
some time, in some way, and to some extent. The choice will 
lie in where, how, or when a given task may be performed. 3 
The Optional Related Activities are those experiences 
which are left to the choice of the pupil. They are related 
because they are likely to produce some increment of educa-
tive growth which is a horizontal or vertical extension of 
the main learning product which is the unit. Although being 
1 Ibid, p. 178. 
2 Billett, Unit Planning in Business Education, p. 27. 
3 Billett, Fundamentals of Secondary School Teaching, 
pp. 507-8. 
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optional, these activities are selected under the advice and 
approval of the teacher and are continued under his guidance.l 
The Studx and Activity Guide is a duplicated sheet which 
contains most of the requirements of the unit's work. By 
means of this guide the teacher can give direct personal 
help and guidance to any pupil or group of pupils and at the 
same time give indirect help and guidance to all other pupils 
through the use of the guide. The well-planned activity and 
study guide leaves the teacher free to do a creative artistic 
p iece of teaching. The teacher can indicate the length or 
proportion of time to be spent on each of the activities. The 
optional activities may be omitted from the guide. 2 
Organization of Chapters 
This paper is organized into five chapters. Chapter I, 
the Introduction, contains the statement of the p roblem, the 
justification of the problem, a discussion of terms, and 
Billett's discussion of eleven basic educational principles 
which are vital to unit organization. Chapter II outlines the 
p rocedures followed in constructing the tunits. The third 
chapter, the Improvement of Teaching, sets forth the advantages 
and disadvantages of the unit p lan, the phases of the teaching-
.learning cycle, the grade placement of the units, the period 
1 ~' p. 507. 
2 ~, p. 508. 
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of time covered by the units, and some suggestions for using 
the units. The last two chapters, Chapter IV, How Business 
is Owned, and Chapter V, Relationship of Government and 
Business, both contain the following: a general statement 
of the unit, the delimitation of the unit, the core activities, 




In constructing the two units, "How Business is Ovmed11 
and the "Relationship of Government end Business, '' the writer 
followed a systematic procedure for organizing the materials. 
Each of the units was prepared in the following manner: 
1. Textbooks on business organization at the secondary-
school level were analyzed to discover what the various 
authors thought should be included in the areas represented 
by the two units presented in this report. 
2. College textbooks and other library books on business 
org anization were examined to give the writer a comprehensive 
picture of the material contained in the area represented by 
the unit. 
3. The objectives of each unit were prepared. These 
objectives were used to determine the content, materials, and 
activities to be included in the units. 
4. The objectives were evaluated in light of the objectives 
of business organization, business education, and education in 
general. The objectives used as a criteria were those objectives 
that have been proposed by individuals or groups of individuals 
who are reco gnized authorities in their respective fields. 'I'his 
step was taken to insure that the writer 1 s objectives were in 
9 
line with the current objectives of education. 
5. A tent ative out lin e was prepared for each unit. 
Courses of study dealing with business organization were 
evaluated durine this phase of the procedures. 
6. The student references were selected. These selec-
tions were based on how well the authors presented the infor-
mation to be included in the unit. 
7. The teacher's references were selected. These selec-
tions were based on the additional and more detailed infor-
mation t hat they contained which would be of benefit to the 
te acher in the teaching of the unit. 
8. The delimitation of the unit was prepared . Each 
goal or fact to be presented in the unit was set f orth in 
declarative sentences. This step outlines for the teacher the 
specific subject matter that is to be included in the unit. 
9. The core act i vities were selected. These activities 
are the ones that most or all of the students are expected to 
p articipate in at some time or another during the teaching of 
the unit. 
10. The optional related activities were prepared. These 
activities are for those students who have completed the core 
act i vities. The student may sugge st his ovm optional activity. 
11. Materia:lf}, other thro1. textbooks and audio-visual aids, 
were selected to assist the teacher in promoting the under-
standing of the unit. 
12. The specific references were selected for the core 
activities. 
:10 
13. A mastery test was constructed in order to evaluate 
the growth of the student in the area represented by the unit. 
The criteria used in selecting the content of the test ques-
tions wer e the materials contained in the unit delimitation 
and the core activities. The results of this test will serve 
t wo purposes.: (1) as a guide to review work, and ( 2) as a guide 
to the weaknesses and strengths of the unit assignment. 
j_j_ 
CHAPTER III 
USE OF THE UNITS 
Introduction 
Teachers must think about their courses in terms of -all 
the fundamente.l principles which should operate in a tea~hing­
learning situation, and not merely in ter ms of subject matter 
or of s. few pedagogics~ tricks . In this respect the unit plan 
of teaching is like any other plan of teaching. 
The three top i cs that are presented in the first half of 
this chapter contain fundamental information which might be 
useful to teachers planning to use the two s ource units pre-
sented in this paper . These three topics are : (1) Improve-
ment of teachi~g, (2) eve~uation of the unit plan, and (3) 
phases of the teaching- learning cycle . The remain der of the 
chapter deals with the grade placement of the tmits , the 
tentative time allotted to the units, and the writer ' s sug-
g estions for using the units . 
Improvement of Teaching 
Every teacher must be concerned with teaching improve-
ment. The grov1th of the pupil is the end result of all 
teaching ; teaching method ~s a mesns to an end, not an end 
in itself . In coru1ection with the improvement of teaching , 
Billett1 has this to say : 
• • • certain fundamentals exist which are basic to 
good teaching at the secondary- school level; ••• 
these fundronentals are implicit not in subject 
matter but in human nature and in the social order; 
••• when teaching is improved, it is improved 
gradually through the intelligent efforts of indi-
vidual teachers who are unsatisfied with · what they 
are accomplishing , who clearly perceive the ideal 
toward which they should work , who know that their 
courses can be improved only by hard-wrought com-
promise between clearly perceived idea~s and the 
de~ands of the unique practical situation in whi ch 
each works, who strive to make each compr omise a 
step away from some undesirable feature in present 
practice ••• and another step t oward what now , at 
least , seems to be ideal practice, who are content 2 to take one step at a time., to walk before they run . 
The unit plan of instruction will be successful only to 
the extent that teachers understand the needs of their pupils , 
provide the experiences and activities to meet these needs ., 
and utilize democratic clas sroom procedures. 
Evaluation of the Unit Plan 
The importance of evaluating the unit p lan of instruc-
is suggested by the wide adoption of the plan. Vfuat are the 
advantages and disadvantages of the unit plan of instru c t ion 
as contrasted with the traditional cla~sroom p rocedure s? In 
The School Review3 Billett reports on the procedures and 
1 Billett, Roy 0., Fundamentals of Secondary Sch ool 
Teaching, Houghton Mifflin Company, Boston, 1940. 
2 Ibid , p . 459 . 
3 Billett, Roy o., 11Higb.- School Pupils ' Opinions o f the 
Unit Pl an, 11 The School Review, vol. 40, January., 1932., 
pp . 17-32. 
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results of' his evaluation of' the unit plan . Three teachers 
participated in the evaluation. The pupils , numbering two 
hundred and sixty- three , were members of the tenth , eleventh, 
and t welfth-grades . Billett ' s finding s are sunm1arized in the 
following paragraphs. 
Reactions of the eleventh- grade English pupils to the 
advantages and disadvantages of the unit plan. The central 
tendenci e s are : (1) The boys and girls of' all levels of 
academic intelligence, accomplishment, and application1 
affirmed the advantages of the unit plan and denied the dis-
advantages • • • ( 2) the boys, as compared with the girls, were 
less impres s ed with the advantages of the plan and were more 
impressed with the disadvantages • • • (3) pupils of the 
highest levels of academic intelligence, accomplishment, and 
application show a greater tendency to disap prove the plan 
than pupils of other levels. 2 
Reactions of the tenth-grade geometry pupi l s and twel fth-
grade english pupi l s to the adva..Dtage s a."ld disadvantages of 
the unit plan. Th central tendencies are : ( l )" Both grades 
------
show the srune marked trend toward general acceptance of the 
unit plan as one with adva..Dtages which far outiweighs its dis-
advantages • • • ( 2) the sex trend in both grades is unmistak-
ably dominant though not so marked as in the r eactions of the 
1 Application is used to refer to the degree of effort 
put forth by the pupil on his school work regardless of the 
work ac complished . 
2 Ibid, pp . 25- 27 . 
eleventh- grade pupils • •• (3) the tendency for the pupils 
.from the higher and lower level s to be less favorab l y im-
pressed with the unit plan then the pupils fr om the middle 
levels is also present to a marked degree•1 
Statements unanimously approved ~ all groups in all 
grades . According to Billett ' s study , the fol lowing state-
ments purporting to be adva.11.tages of the unit p l an received 
the unanimous approval of both boys and girls of all levels 
of academic intelligence and accomplishment . 
1 . Definite assignments are helpful. 
2 . Directions for study are helpful . 
3 . '11he unit p lan places the pupil on his own respon-
sibility . 
4 . The .frequent tests require thorough work . 
5 . Marks are awarded according to pupil ' s accompl ish-
ment . 
6 . 'I'he unit plan enables pupils to work at their ovm 
rate . 
7 . The unit p l an g i ves al l students equal opportunity . 
8 . A pupil working under this p lWl is not sub j e c t to 
ridi cule from his classmates . B 
Disadvantages of the unit p l ·an.. The fo l lowing statements 
have been sel ected from a l i st of twenty. Bil l e tt , in h is 
study of the pupils ' reac tions , did not emphasize any partie-
ular group of disadvru1tages . However , the writer bel ieves 
certain statements wi l l have signific al'lc e to teachers using 
the unit plan . 
1 . The unit plan involves too much writing . 
2. The unit p l an does not invol ve enough oral work . 
3 . There ~~e not enough questions and referenc e aids . 
1 I bid, pp . 27- 28 . 








Questions and aids are not well worded. 
There is not enough review provided. 
The student loses under the tmit plan because he 
does not get other students' views. 
The unit plan is not fair to bright students. 
Some problems are too lon g . 
The unit plan is comp±ic ated and make s t he s u bject 
harder to understand. 
The f i nding s r epor ted by Billett have been corroborated 
by many classroom teachers who have seen the possibilities to 
be g a i n ed by an evaluation of their teaching p rocedures. 
Phases of the Teach_ng-Learning Cycle 
Any p lan relating to classroom teaching requ ires a dis-
cussion o f the teaching-lero~ning cycle. In reality two cycles 
exist but the se two ro--e so interwoven in the educative pro c ess 
that ~ except for purposes of discussion ~ they are commonly 
referred to as a single cycle. IJ.'he l earning cycle r efers to 
the s equence of pupil activities v1hich result in educat ive 
growth, whereas the teaching cycle consists of the sequence 
of teacher activi t i es by which the pupil activities are guided 
and directed. 2 
Educators have disagreed as to the eff ectiveness of any 
particular teaching-learning cycle . Henry lv1orri s on 3 and the 
1 Ibid, p. 22. 
2 Billett, Fund al1lentals of Sec on d ar;y School Teaching , 
p . 595. 
3 Morrison, Henry c., The Practice of IJ.'eaching in the 
Secondary School, (Hevised), Chicago, The University of 
Chicago Press, 1931. 
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McMurr ys1 both agree on five as the number of steps in the 
te aching-learning cycle but they depart on the nature of the 
s t ep s and the way these steps are to be achieved. . 2 Miller, 
dep ar ting from the Herbartian approach of the McMurrys and 
Morrison, advocated a three-step teaching-learning cycle. 
Miller's cycle was superior to the five step method both in 
what it included and what it omitted. Two other plans using 
a di f f erent approach are those developed by Carleton w. 
Washburne and Helen Parkhur st . These plans are commonly 
known as the Winnetka Plan3 and the Dalton Plan. 4 
Billett, in connection with t h e National Survey of 
5 Secondary Education, made a careful study of the teaching-
learning cycle t h at was being used i n three hundred and s ixty-
t wo secondary schools. Billett found that more than three-
fifths of the three hundred and sixty-two schools employed the 
following steps: (l) Introduct ory , (2) indi vidual- work p eriod 
(laboratory period), ( 3 ) period of class discussion, and (4) 
testing p eriod . lVIost of the remaining schools preferred two 
1 Mc:Mu1,ry, Charles A., and Frank M. McMurr y, The Method 
of t he Recitation, New Yor k, The Macmillan Company, 1 903. 
2 Miller, Harry L., and Richard T. Hargreaves, The Self-
Directed School, New York, Charles Scribner's Sons, 1925. 
3 Washburne, Carleton w. , "Winnetka," School and Societ;y:, 
vol. 29, January 12, 1929, pp . 37-50. 
4 Parkhurst , Helen, Education on the Dalt on Plan, 1\Jew 
York, E. P . Dutton and Company, 1922-.-
5 Billett, Roy o., "Provisions for Individual Differences , 
Marking and Promotion , "Monograph 13, National Survey of Second-
ary Education, Office of Education, Washington, 1 9 32 . 
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addi·t;ional steps, namely, (5) reteaching, and (6) retesting. 
However, in a majority of the schools, reteaching and re-
testing took place during the laboratory and discussion 
periods. 1 
Billett, in Fundamentals of Second~~~ School Teaching,2 
has divided t he teaching-le~~ning cycle into four phases. 
They are as follows: 
1. Introductory phase. Here the teacher gets to know 
each pupil in the class; his interests, abilities, and his 
needs . Although much of the inf ormation that the teacher 
requires is derived from the cumulative record, the informa-
tion pertaining to the pupil's growth in the area repre-
sented by the unit ·wil l not be found in the records. To 
obtain this information the teacher may wish to administer 
a pretest covering the essential elements of the unit. 
Following this activity the teacher should introduce activi-
ties that will challenge the pupils and make them feel that 
they are about to engage in interesting and worth-while 
experiences. 3 
' 2. Laborator~ period. In this phase the teacher is 
concerned with giving each pupil the opportunity to engage in 
activities that will meet his needs in the axea represented 
by the unit. Each pupil receives a study and activity guide. 
1 Ibid, pp. 338-339 
2 Billett, Fundamentals of Secondary School Teaching, 
pp. 599-603. 
3 Ibid, pp. 599-600. 
Each pupil also has access to spec ial guides and indexes of 
optional related activities . Continuity should be established 
between the opening laboratory work a..r1d the problems and ques-
tions raised during the introductory period. As need arises 
the teacher can work with individual pupils, groups of pupils, 
or the entire class . 1 
3 . Pooling of experiences . Dur ing t h is phase the pupils 
exhibit their work and share the results of their studies . 
The activities may include oral reports, discussions, debates, 
explanations, demonstr a tions, experiment s, skits, and audio-
visual aids . This phase wil l be more successful if it is 
planned by a commi t tee of pup i ls as si sted by the tea.cher . 2 
4 . Estimating educ ative growth . The most common 
activity in thi s final phase is the administration of a 
teacher-made ob j ective test~ Otl"1er means of evaluation, such a s 
the activi t i es dur lng t he p ooling-of- exper i ences phase, may 
be used to determine the pupil 1 s t ote.l growth in the area 
repre sented by the unit. 3 
In conclusion i t should be pointed out that the teaching-
l ee.r·ning cycle is flexible; ac t ivit i es mentioned in the fore-
going phases are predominant i n that phase but are not out of 
4 
p l ace in other phases.-
1 Ibid , pp. 600- 601 . 
2 Ibid, p . 602 . 
3 Ibid) p . 602. 
4 Ibid, p. 603. 
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Grade Placement of the Units 
Generally speaking, business educators have placed the 
course in business oPgs.nization at the eleventh- grade or 
twel fth- grade level . If ~he local program permits, the writer 
recommends that the course be given at the twelfth-grade level . 
At this l evel the studentf$ wil l receive added motivation from 
the anticipation of entering the business envirorunent . In 
addition, a mor·e matur·e mind will be able to grasp some of the 
abstract material that is presented i n a course in busin ess 
org anization . 
Period of Time Covered By the Units 
The time spent on a unit depends upon teacher planning 
and the ability of the students to grasp the subject . Other 
factor s to be considered are changes, interruptions, and the 
importance of the unit. 
Billett reconm1ends that the time allotment for a unit 
should be about fifteen or twenty school days. For a fifte en-
day unit assie;nment , he suggests the fo llowing distribution : 
(1) To the introductory phase , one day ; (2) to the la.bore.tory 
phase , seven or eie;ht days ; ( 3) to the pooling-of-experiences 
phase, five or· six days ; and (4) to the estimating-educative-
h "l 1 growt phase , one c ay . 
1 Ibid, p . 603 . 
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After· weighing the relative importance of' the two units, 
the writer recommends a tentative time allotment as f'ollows: 
(1) How Business is Owned, f'if'teen school days; and (2) 
Rel at ionship of Govermnent and Business, t wenty school days . 
Suggestions for Using the Units 
There 1::1.re many ideas or approaches which the teacher c~:m 
develop t o promote a mo1•e enjoyable and stimulating classroom 
s ituation. Grouping the furniture, watching the physical 
condition of the room, and arrangi ng for student responsi-
bilities are some of' the cormnon activities that ev ery teacher 
should use. The following list of sugge s tions is of'fered to 
the t eacher in the hope that it will assist him in improvi ng 
the learning situation in the classroom. 
1. Mak e arrangements for a bookcase to hold the extra 
b o oks that you get from the supply room, school library, 
public libr sTy, and from y our own home . 
2 . Develop a simple questionnaire to obtain the i nterests 
and hobbies of t h e pupils. Th is may be necessary as the cun1u-
la.tive record may not be up · to ->- d ate .with the changing interests 
of the pup ils. 
3. Develop a pretest based on the unit delimitation. 
Use the results of this test to start i ndivi duals at a level 
comparable wi th their knowledge and ability. 
4. Develop tests on subordinate topics so tha t the 
pupils can determi ne whet h er or no t they have mastered that 
particular p art of the unit. As the pupil comple tes his 
study of the topic he notifies the teacher who gives him 
the test. The pupil scores the test and n otes his weak nesses. 
5. Appoint a class secretar y for· the purpose of answer-
i n g the t eleph one, ke eping notes of d iscussions and decisions 
made in class, and writing t o comptm i e s for classroom mat erial. 
6 . Keep a progr e ss chart s o th G.t the pupils can see how 
f as t they are p rogressing . Mimeo graph a copy for t h eir own 
u se. 
7. Maintain a bulletin board for t h e posting of materials 
collected by the pupils. Have a pupil commi t tee evaluate 
these mat erials before placine; them on the board. 
8. Try to obtain a speaker who will raise questions, 
p resent ch allenges, or cre Hte problems. At times a spe aker 
is mor-e t hought provoking than a movie. 
9. vr i te to private firms, gover nment bureaus and 
departments, and non- profit educationa.l o r g ani z ations for 
fre e or i nexpensive materials. 
10. Preserve the best student reports and exhibits for 
your future classes. A large fil e of concrete and illustra-
t ive mat erial would be built up ove r a period of years. 
11. See your local businessmen for sample copies of 
business papers. Se e if he will provid e y ou wi th copies of 
tr ade mag azines that he does not keep for his own information. 
CHAPTER IV 
HO W BUSINESS IS mVNED 
General St atement of the Unit 
Directly or indirectly every individual has participated 
in some type of business activity. Org anizational forms of 
ownership have been developed to serve the needs of the 
various types of business activities. Every individual, but 
p articularly those planning to enter the business environ-
ment, should understand why a particular form of business 
org anization is used. 
Delimitation of the Unit 
I. Introduction of the unit 
A. Every individual who is eng ag ed in the production, 
selling, or buying of goods and services is a part of the 
business structure. 
B. Each type of business activity has its own peculiar 
requirements and, consequently, its own internal org ani z ation. 
c. Certain guiding principles apply to all types of 
business org anizations. 
D. Org anization is a tool of business management. It 
is a device for collecting and organizing capital, and setting 
2. ·~ v 
forth the relationships of the owners of the business. 
E. The major forms of business ownership are the single 
proprietorship, the partnership, the corporation, and the 
co-operative. 
II. The Single Proprietorship 
A. The individual proprietorMl.ip is the most popula..r, 
the simplest, and the oldest form of bus·iness organization. 
B. It is the easiest business to st~~t and the least 
difficult busines~ to dissolve. 
c. The ovmer of the business may be his own m.enager, 
or he m.a~ hire someone else to manage it for him. 
D. The individual proprieto!_'ship is usually subject to 
licensing, regulatory, and prohibi~ory laws of the local 
community and the state. The reasons for licensing are: 
1. To provide a source of income for the community 
and the state • 
2. To protect the health of the community. 
3. To prohibit noise snd fumes from disturbing 
the residents. 
E. The individual proprietorship is widely used in 
business activities which: (1) require a small amount of 
c apital, (2) can be easily managed by one individual, (3) do 
not involve complex or extended operations, and (4) do not 
entail large risks in the daily activities of the business. 
F. The individual proprietorship form is widely used 
by professional people such as doctors, lawyers, dentists, 
and accountants. 
G. The ind.ividua~ proprietorship form o.f organization 
i s widely used in the operation o.f small retail stores such 
as flower shops, retail meat markets, snd dress shops. 
H. The single proprietorship form is widely used by 
individuals who perform service activities such as automobile 
repair, radio repair, plumbing, and carpentry. 
I. The single proprietorship form of or-ganization is 
widely used in agricultura~ activities. 
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G. The individua~ propr·ietorship form of organization 
is widely used in the operation of small retail stores such 
as flower shops, retail meat markets, snd dress shops. 
H. The single proprietorship form is widely used by 
individuals who perform service activities such as automobile 
repair, radio repair, plumbing, and carpentry. 
I. The single proprietorship form of organization is 
widely used in agriculturs~ activities. 
J. The individual proprietorship form of org anization 
has certain advantages which favor this form over other forms 
f h . 1 o owne l' s 1p. 
1. The sole proprietorship is the simplest form 
of business to organize. It is not necessary to obtain a 
state char·ter or to seek legal advice. 
2. The sole proprietorship has the lowest cost of 
initial organization. 
3. The authority of the sole proprietorship is 
concentrated in one person. This person may take speedy 
action in adopting rod initiating business decisions. 
4. Information about the business is retained by 
one person. Future decisions and policies do not become 
public informHtion. 
5. The proprietor retains all the net profit. 
6. The sole proprietorship form of org anization 
1 Jones, Lloyd L., Herbert A. Tonne, snd Ray G. Price, 
Functions of Business, The Gregg Publishing Company, New York, 
1941, pp. 133-5. 
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is £lexible. The owner is rree to direct his e£forts in any 
way, ch:m.ge the nature of the business, or expand or contract 
the business . 
7. The owner has a relative credit strength. The 
creditors may extend their claims to the owner '-s- personal 
property. 
8. The operations of the business are relatively 
£ree from governmental control . Only a few reports are 
required. Income taxes are l evied on the individual, not 
the business. 
9 . The employer and the employees get to know each 
other personally. This should lead to better working relations. 
K. The individual proprietorship form of organization 
has certain disadvantages which operate to prevent individuals 
from using this form of organization. 1 
1. Capital is difficult to raise. The firm is a 
one-man organization and unless the owner is wealthy or the 
firm is prosperous, the ovmer may find it difficult to obtain 
new runds. 
2. Advice and. assistance from co-owners is lacking. 
The owner usually lacks the knowledge to operate success£ully 
all phases or the business, particularly if the firm. is larg e. 
3. The sole proprietorship is not a permanent form 
of organization. It may be closed by a decision of the owner 
or through death, insanity, imprisonment, bankruptcy, or illness. 
f Ibid, pp . 133-5. 
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4. The owner has unlimited liability for the debts 
of the business. '11he owner may lose his personal wealth as a 
re sult of poor business management. 
III. The Partnership 
A. Many business activities in the business world are 
carried on by several individuals working together. This form 
of ownership is called a partnership. 
B. A partner ship may be defined as 11 a contract of t wo or 
more compe tent persons to place t heir money, eff ects, labor, 
and skill, or some of all of them in lawful commerce and 
business, ru1d to divide the profits and bear the losses in 
certain propoptions. 111 
C. A partnership differs from an individual proprietor-
ship in that it is based on a legal rel ationship between two 
or more partners. 
D. Generally spe~{ing , whatever an individual proprietor-
ship may do a partnership may do also. 
E . A partnership represents a form of organization whi ch 
developed from the individua l proprietorship largely because 
of the need for expansion. 
F. The successful conduct of a partnership depen ds first 
of all u pon the character and ability of each of the partners . 
G. An individual should be very careful before entering 
into a partnership with any p erson or persons whom he does not 
know. A partner should be an individual with whom the other 
l ~' p. 139. 
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partner or partners can have confidence and respect. 
H. The formation of a p artnership requires agreement 
between individuals legally competent to enter into contracts. 
I. The partnership relationships are governed by the 
Uniform Partnership Act in those s t ates which have adopted 
t h is act, and by the 'ommon law or statutes in other states. 
J. A p artnership is based upon a contract, expressed or 
imp lied. The contract should be written so as to clearly 
define the responsibilities and liabil:L ties of each of the 
partners. The contract should be carefully drawn up, prefer-
ably by an attorney. 
K. A partner may withdraw from a partnership at any time; 
however, a partner's withdrawal does not release him from 
liability for debts of the partnership which are dated previous 
to the time of his withdrawal. 
L. The withdrawal of a partner should be published so 
as to relieve the- withdrawing partner of any liability for 
subsequent acts of the firm. 
M. The remaining members of a partnership usually form 
a new p artnership when a member withdraws or dies . 
N. The heirs of a partner cannot enter the firm and 
manage the deceased partner's interest without the consent of 
the surviving p artner or p artners. 
o. Some partners of a firm do not always take an active 
part in the management of the business . A partner may not 
wi sh to have his connection with the business known to the 
/ 
general public. This type of partner is knovm as a silent 
p artner. Another partner may wi sh to be relieved of some of 
the responsibilities that are C" 1"ried b 'r +-he tb t Gl..L .., v o .. er pa.r -ner· s. 
'r his pa.rtner is known as a limited pa.rtner . The limited 
PaJ."tner may furnish some of the C8_pital or lend. the use of 
his name. The public must be notified of sny limited 
responsibility. 
P . Partnerships are formed for Val'ious purposes. The 
most prorrdnent purposes are:1 
1. To expand the business. 
2. To get addi~ional c apital v1ithout borrowing. 
3. To eliminate competition. 
4. To retire from active management. 
5. To reduce overhead. 
Q. Certain types of business activities a.re ps.rticularly 
suited to the partnership form of organization. 2 
1. Small construction and manufacturing firms are 
pe.rticularly s"Llited to the partnership form of organization. 
2. Firms that sell a product and a service at the 
same time are su ited to t h is type of org8nization. Some of 
these firms are automobile sales and repair, retail grocery 
and meat markets, and men's clothing stores. 
3. Large professional firms such as law firms, 
accounting firms, and investment firms are well suited to the 
1 Shilt, Bernard A., and w. Harmon Wilson, Business 
Principles and Management, South--''estern Publishing Company, 
Cincinnati, 194'7, pp. 3'7-8. 
2 Ibid, pp. 41-2. 
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partn ership forra of organization. 
R. The partner ship form of organi zation has certain 
adv8ntages which f avor this form over other forms of ownership. 1 
1. The pe.rtner sh ip is relatively easy to organize. 
'l1he partnership f orm avoids many of the legs~ teclmic aliti e s 
and t B..xes that pr ev ail in the corpor a te form of org anization. 
2 . The partnership retains freedom of movement. 
The p artnership is free to operate in states oth er t h an the 
one in which it was organiz e d . 
3. The partner sh ip has a rele.tively strong credit 
st anding . The partn ers are e ach responsible for all the debts 
of t he firm. 
4. The p artnership has a relative freedom from 
governmental control. Only a few reports are required by 
state officials, otherwise, it has the same freedom as the 
j_ n d i vidu8~ proprietorship. 
5. The pe.rtnership retains flexibility o:L contr ol. 
The p a::ctne rsh ip may be exp anded or contracted. Lack of agree-
ment smong the partners is the only drawback. 
6. The partnership car·ries a joint responsibility 
for management. The experience, skill, and wisdom of all the 
pe.rtners is available. Each partner may manage a separate 
part of the business where his lmowledge or skill is equal to 
or superior to that of the other p artners. 
1 Beighey, Clyde, and Elmer E. Spanabel, Economic and 
Business Opportunities, The John C. Winston Company, 
Philadelp~ia, 1938, pp. 485-6. 
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7. Each p artn er may have a large personal following 
to bring to the business. 
8. The law governing partnership relations is old 
and e stablished. Partners understand their obligations and 
much of the uncertainty reg arding partnership responsibilities 
is removed. 
9. Partners take a greater interest in the business 
than employees. 
s. The paYtnership form of organi z ation has certain 
disadvantag es which operate to prevent individuals from using 
thi s form of organization. 1 
1. The authority of the partnership is divided. 
Each of the partners is a legal agent for the business. 
2. The liability of the partners is unlimited. If 
one of the p srtners acts unwisely, the oth er partners are 
bound to the linut of their personal possessions. 
3. The partnership is not permanent. The partner-
ship agreement is ended by a partner 1 s withdrawal, death, 
or incompetence. 
4. Long-term credit is hard to obtain. The amount 
of f und s obtainable is usually limited to the contributions 
of the p 8..rtners, earnings of the firm, and small loans. 
5. The profit incentive is weakened because the 
profits are divided ~aong the various partners. 
1 Jones, et al, Functions of Business, pp. 142-3. 
IV. The Corporation 
A. A corporation is "an association of individuals 
uni ted for some common purpose and permitted by law to use 
a common name, and to chang e its members without d:issc5lution 
of _the association. nl It is an artificial being cre ated by 
law. 
B. Cor porations may be created by Congress, by a state 
legislature, or under the stat'ltes of incorporation enacted 
by the state legislature. 
C. The corporation by-laws are the r ules and re gul ations 
which govern the internal affairs of the corporation. 
D. The outstanding featur e of the corporate for m of 
organization is the limited liability of the owners. 
E. The corporation leads an ex is t ence entirely separ ate 
from its owners or managers. 
1. The corporation may sue and be sued in its 
own n ame. 
2. The corporation may buy, hold, or sell p r operty 
in its own name. 
F. The bosrd of director s of the cor poration has the 
right and power to menage the cor poration's affairs as t h ey 
see fit. The director s appoint t h e officers. The officers 
hire the employees. 
G. A corporation does not h ave any rights outsid e the 
st ate that created it, except, by p er mission of the other 
1 Ibid, P• 152. 
states in which the corporation may wish to do business. 
This permission is usually granted by the £iling of certain 
pap ers. The corporation must also make reports and pay 
certain £ees. 
1. A corporation is a domestic corporation in the 
state o£ incorporation• 
2. A corporation is a £oreign corporation outsid e 
the state of incorporation. · 
H. Corporat e af£airs are usually handled by one o£ the 
o£ficers of the corporation. The other o££icers ro~e running 
the operations of the corporation • 
. I. Freedom from personal liability gives the directors 
and officers the courage and b oldness to undertake new 
activitie s. 
J. Bi g business, with its employment of thousands of 
individuals and its ability to o£fer its services to the 
public at comp aratively little cost , is made possible by the 
corporate form of organization. 
K. The large corporation creates work for many smaller 
corporations and thousands o£ single proprietorship s and 
partner ships. 
L. The first step in organizing a corporation is to 
apply for a corporate charter. The application must be filed 
on the approved form and must be accompanied by fees. The 
application usually contains the name of the corporation, the 
names of the incorporators, the chief place of business, the 
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nature of the business, the amount of the authorized capital, 
and a statement of the duties and responsibilities of the 
stocW~olders, officers, and directors. 
M. The stockholders, who ere the owners of the corpora-
tion, are usually engaged in other activities and do not wish 
to be concerned with the manag ement of the corporation. 
N. The ownership of the corporation is indicated by 
the ownership of the shares of stock issued by the corporation. 
1. The conm1on stockholders usually have the right 
to vote on any changes in the corporate charter or by-laws. 
They also elect the directors. After a fix ed dividend is paid 
to the preferred stockholders, the common stockholders may 
r eceive unlimited dividends. 
2. The prefer·red stockholders do not have the right 
to vote unless it is provided for in the corporate charter. 
The preferred stockholders usually have- the right to a prior 
claim on dividends and assets in the event of dissolution. 
o. The bondholders are another source of capital. A 
bond r epresents a loan to the corporation. The bondholders 
are creditors and have all the usual rights of a creditor. 
The return the bondholder receives is called interest, whereas 
the r e turn of the stoclD1older is celled a dividend. 
P . Certificates of stock are negotiable and a stock-
holder may sell any or all of his stock to anyone who is 
willing to buy it. 
Q. The par value of a stock is the amount printed on 
t h e face of the stock certificate. The par value has no 
relation to the actual value of the stock. 
R. Dividends on stock are not paid automatically. They 
must be declared by the board of directors. The bondholders 
are automatically paid when due, otherwise they will foreclose. 
s . The following is the asset distribution when a 
cor poration dissolves its activities: (1) the employees, 
(2) the government, (3) the bondholders, (4) the general 
creditor s, (5) the preferred stocl~olders~ and (6) the con~on 
stockholders. 
T. 'l'he holding company is a special type of corporate 
organization. 
U. Two partiqular kinds of business activity are the 
major activities that organize as corporations. 
1. Business activities that require l a r g e amounts 
of capital, such as railroads, hotels, and larg e manufacturers, 
usually require the corporate form of org anization. 
2. Business activities t h at have uncertain f utures, 
such as new publishers and makers of novelties, usually require 
the corporate form of organization. 
v. The corp orate form of organization has certain 
advantag es which favor this form over other forms of ownership . 1 
1. The owne r s have a limited liability. 
2. control of the corporation is concentrated in 
the board of directors who are elected by the stockholders. 
1 ~, pp. 166-7. 
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3. The ownership of the corporation may be trans-
ferred easily. The life of the corporation is not affected 
by the transfer of the stock of the corporation. 
4. The corporation is easy to expand. The corpora-
tion may draw upon a large group of potential investors f'or 
additional money to finance the expansion. 
w. The corporate form of' org anization has certain dis-
advantages which operate to prevent individuals from using 
this form of' organization. 1 
1. 'J.1he corporation is dif'.ficul t to organize. The 
corporation is required to keep detailed financial and accoun-
ting records, and to make many detailed reports. The govern-
ment regulates many of' the corporate activities. 
2. The corporation is not free to do as it wishes. 
The corporation may only engage in those activities that are 
set forth in the corporate charter. 
3. The corporation cannot operate in a state without 
the permission of the state. 
4. The corporation is not managed by men vvho show 
the salne interest as that showed by sole proprietorship owners. 
5. The corporation is subjected to additional and 
larger taxes than the sole proprietorship or the partnership. 
v. The Co-operative 
A. A co-operative is an org anization in which all the 
members co-operate together together in order to obtain f'or 
1 Ibid~ pp. 167-8. 
themselves all the gains, or profits, that otherwise wou l d go 
to other businesses conducted on the ft~erican fair-margin-of-
1 profit plan. 
B. The co-operative is operated for the purpose of 
serving its members. 
C. The co-operative spirit arises when a group of 
people have sirtilar interests that can better be served by 
the group as a whole. 
D. The var·ious types of co-operatives are: ( 1) buying 
co-operatives, (2) producer co-operatives, (3) wholesaler 
co-operatives, and (4) retailer co-operatives. 
E. The management of a co-operative is usually conducted 
by a committee of members. If the co-operative is large, the 
members may hire an outside person to act as manager or 
executive secretary. 
Core Activities 
Every student who p lans to work in a business organiza-
tion should understand how and why a particular form of 
organiz ation is used. The following activities and questions 
will guide you to sources of information which will provide 
you with an understw1ding of how business is owned. The coded 
letter s and numbers represent the title and page numbers of a 
source of information. The key to the coded references is 
1 Ibid, p. 177. 
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located on the last page of the activities. 
l. List ten important business activities that are 
carried on in your community. Why are these activities so 
important to the welfare of the community? 
2. Vhy is small business so important to the life of 
the community? 0:10-13 
3. How would you define the term 11 small business 11 ? 
What are the tests for smallness? 0:13-16 
4. What type of business organization is the most 
popular? J:l3l-2 
5. How ts the individual proprietorship owned and 
managed? R: 25-6 What are some of the management problems 
which confront the individual proprietorship? 0:21-30 
6. Wh at are the three economic functions performed by 
the sole proprietor? S:30 List some firms in your cmnmunity 
where these functions are performed by someone other than 
the proprietor. 
7. Vfuat individual makes all the decisions pertaining 
to the operation of a single proprietorship? ·what individual 
takes all the risks? 0:32-3 
8. Certain firms are requ ired to obtain a license from 
the city or town. 1/t.fhy? Would the community be at a disadvan-
tage if these firms were not licensed? R:26 
9. vVhat are the advantages of the individual proprietor-
ship form of organization? S:33-4, J:l33-5 
10. How can the competitive opportunities of the small 
business be improved? C:44-52 
11. 'What type or activities are well-suited to the 
individual proprietorship form of organization? S:33, B:480 
12. Vfuat are the disadvantages of the single proprietor-
ship form of organization? J:l33-5 
13. What kind of business activities ~~e carried on by 
partnerships? 3:41-2 
14. What is the definition of a partnership? How does 
a partnership differ ·from a sole propr·etorship? J:l39 
15. What are some of the reasons for the formation of' 
a partnership? 3:37-8, 0:36 
16. 'What are the reasons why an ndividual should be 
very careful when he chooses a partner B:484-5 What would 
you look for in a partner? 
17. What information should be i in the partner-
ship agreement? 0:37-9 Why should a ' itten agreement be 
drawn up? 
18. What is the legal authority of each of the partners'? 
R:31 
19. What steps should be taken wh .n a partner dies or 
withdraws from the business? R:3l-2 
20. 
21. 
What are the various classes of partners? J:l39-4l 
What are the advantages of thJ partnership form of 
org anization? J:l42, B:485-6 
22. \~at are the disadvantages of the partnership form 
of organization? J:l42-3, 3:38-41 
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23. What is a corporation? How would you define it? 
J:l52 Do you have any corporations in your community? Visit 
the local Chamber of Commerce and request information concerning 
the importance of the corporations to the life of the community. 
24. How are corporations created? J:l58, R:34 
25. What are the essential characteristics of the 
corporation? 8:45-6 
26. What are the powers of a corporation? How are 
corporations restricted in their operations? R:37-9, J:l63 
27. ~hen are the owners of a corporation liable for the 
debts of the corporation? S:5l 
28. Does the corporation lead an existence separate 
from its owner s and managers? R:37 
29. M~o are the agents of the corporation? R:37-8 
30. 'If/hat are some of the compensating advantages of the 
corporate form of organization? R :39 
31. How did the corporate form of organization get its 
start? J:l52-4 
32. How do corporations compare with other forms of 
business organization? J:l54 
33. What are the types of corporations? J:l54-5 
34. How is a corporation owned? vVhat is the evidence 
of ownership? J:l61-2 
35. v~~at is capital stock? J:l65 
36. How do you distinguish between preferred stock and 
comrnon stock? R:40-l, S:5l-4 
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37. How are the profits of the corporation paid to the 
o~ners of the corporation? 0:51 
38. How do the stockholders vote? J:l65 
39. What steps must the corporation t aJce if it desires 
to operate in a state other than the state of incorporation? 
R:38-9 
40. What industries are made possible by the corporate 
form of organization? 0:45-8 
41. ~hat are the steps in organizing a corporation? 
'V1lhom would you go to for information about the procedures for 
organizing a corporation? 8:45-8 
42. Vm at information is contained in the corpor ate 
charter? J:158 Where and with whom d o you file the corporate 
charter? 
43. How is a corporation managed? 0:52-3, J:l63-4 
44. What is a bondholder? What does the bondholder have 
to sa:y concerning the management of t he corporation? R:4l-3 
45. What is a holding company? How do e s the holding 
c ompany operate? B:490-2, 8:62-3 
46. ~~at are the other ways in which a corporation is 
organized? What are the distinguishing features? J:l'70-4 
47. What are some of the advantage s of the corporate 
form of organization? J:l66-7, 8:60-1 
48. vVhat are some of the disadvantages of the corpor ate 
form of organization? J:l67-8, 8:61-2 
49. vVhat is a co-operative? How is a co-operative 
org anized? J:l77 
50. \Vhy are co-operatives formed? 0:59-60 
51. vVhat are the different types of co-operatives? 
What types are located in your co1lllnuni ty? J: 178-82 
52. How is a cooperative owned and managed? 0:61 
53. How do e s the co-operative distribut;e its pro f its? 
Vlhat are these profits claimed as for income tax purposes? 
B :493-5 
Optional Related Activities 
1. Prepare a survey of business activities in your 
comraunity. Obtain a list of all the enterprises in your 
community; the goods or services they provide, the nuraber of 
p eople they employ, and their volurne of b usiness. 
2. Examine newspapers and magazines f or clippings 
de aling wi th the various typ es of business organizat ions. 
Mount the clipp ings on white paper and give a summary o f the 
clipping at the bottom of the pap er. 
3. Write a letter to a larg e corporation and request 
a copy of their illustrated annual report. 
4. Write a letter to the Ne vi York Stock Exchange 
requesting literature pertaining to the functions of c apital. 
5. Visit one of your loc a l lawyers and ask him to supp ly 
you with a copy of the Uniform Partnership Act. Read the 
provi s ions of the Act and prepare a summary report f or the clas s. 
6. Prepare a one-act play illustrating the procedures 
which a group of individuals would follow if they were planning 
to organize a partnersh ip or a corporation. 
7. Ex ronine the vertical file in your public library. 
Compile a list of pamphlets and bulletins which deal with 
the org anization of business. 
8 . Write a letter to the Securities and Ex chsn:ge 
Commission and request a copy of the circular or bulletin 
which describes the procedures a corporation must follow if 
they plan to float a new stock issue. 
9. Listen on the radio or television to a forum, debat e, 
or discus s ion dealing with business activities. Prep are a 
summary report to present to the class. 
10. Write a letter to the state official who is respon-
s i ble for incorpor ation of business firms. Ask thi s off icial 
to supply you wi t h a copy of the state laws or st atute.s which 
describe the procedures to be follo we d by individuals who plan 
to organize a corporation. 
11. Review s ome of the magazines and newspapers that 
publish business information. Prepare a report explaining the 
content of these publications. Tell why the news they contain 
is important enough to be published. 
12. Construct an exhibit showing how one large corpora-
tion c r e ates work for many other business organizations. 
Select a specific corporation; w~ite a l e tter to this corpora-
tion requesting the n ame s of other firms who supply them with 
raw materials, parts, and supplies. Obtain a large outline map 
o f the United States. Place colored string s or ribbons between 
• 
t h e large corporation and its suppliers. 
13. Construct an exhibit showing the interrelationship 
of firms in y our community. Attach colored string s or ribbons 
between points on a map which represent the lines of supply in 
t h e local community. 
14. Select some large firm in your co~nunity. Observe 
the activities this f irm performs. Observe its equipment, 
buildings, and grounds. Prepare a report to the class. 
15. Write a letter to or visit a bank ne ar you which 
acts as the agent for a corporat ion. Ask t h em f or sample 
copies of bonds, comr.1on s tock , and preferred s t ock. 
16. Get tog eth er with two oth er students and select an 
activity which you would be interested in pursuing as a business 
• venture. Prepare a debate on the t ype of organization you 
• 
would choose for this particular bu s iness venture. 
17. Visit t h e local Chamber of Commerce and ask t h em to 
supply you with a map showing the ro~eas of possible industrial 
development. Visit some of these areas. Observe the advan-
t ages and disadvantages of each of the locations. Prepare a 
report to present to the class. 
18. Visit a fe w of the co-operatives in your community. 
What typ e of co-operat ives are they? Ho w efficiently are they 
managed? How a r e they organized? Prep are a report for class 
presentation. 
19. Cons t ruct a diagram sh owing how bus iness aids the 
local community. Show also how the community aids business. 
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MASTERY TEST 
True-False 
Directions: Insert the letter T in front of each statement 
which is true. Insert the letter F in front of 
each statement that is false. Any-statement that 
is partly false should be treated as all false. 
1. The corporation is the most popular form of enterprise. 
2. All partnerships are based upon a written agreement. 
3. __ Each partner in a partnership has the right to make 
contracts that are binding upon the other partners. 
4. Each shareholder in a co-operative is entitled to as 
many votes as the number of shares he owns. 
5. The minimum nwnber of persons required to organize a 
corporation is two. The corporation can be counted as 
a third person. 
6. The powers of the corporation are stated in the corpor-
ate charter and the corporate by-laws. 
7. The stockholders of a corporation are liable for all 
the debts incurred by the officers and the directors. 
8. The profits of a co-operative are paid out in equal 
shares to all members. 
9 • __ An attorney should draw up the partnership agreement. 
lO. ____ A partnership is formed so as to pass on part of the 
risk to other individuals. 
ll._The individual proprietorship was the earliest form 
of business organization. 
12. ____ Corporations outnumber individual proprietorships 
in the United States. 
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13. The individual proprietor bears all the risk and takes 
all the net profit of his enterprise. 
l4. ____ Large business has developed from smaller enterprises. 
15. ____ The partnership agreement states the number of shares 
which each partner will receive. 
16. A silent partner is not responsible .for the debts of 
the firm until his relationship is known. 
17. The stockholders run the corporation. 
18. The internal affairs of the corporation are outlined in 
t~e by-laws of the corporation. 
19. All states have the sarne incorporation lavrs. 
20. ____ Corporations may be created by the city, the state, or 
the Federal Government. 
21. The stockholders are responsible for the actions of 
the corporation. 
22. ___ A great deal of capital is needed to start an indi-
vidual proprietorship. 
23. ____ A foreign corporation is one that is incorporated in 
some country other than the United States. 
24. The directors and officers of a corporation are never 
responsible for the debts they incur. 
2 5. ____ Many of the luxuries that we enjoy today could be 
produced without the corporate form o.f organization. 
26. Small corporat ions, partnerships, and sole proprietor-
ships are made possible by the growth of large firms. 




28. ____ The common stockholder receives his dividend before 
the preferred stockholder receives his. 
29. The common stock carries voting rights, whereas, the 
preferred stock is usually non-voting • 
30. ____ Individual proprietors must obtain a license from the 
local goverrunent before they can start oper ations. 
3l. ____ Co-ope r atives try to eliminate the middleman. 
32. ____ A co-operative is operated for the purpose of serving 
its members. 
33. A limited p artner is only responsible for a limited 
amount of the p artnership losses. 
34. ____ Each partner is usually liable for all the debts o:r 
the partnership. 
35 • Profits and losses are divided equally in partners~ips. 
36. ____ The individual proprietor is in an excellent position 
to take immediate action on business decisions, where as, 
the corporate officers must consult others before 
initiating any new policies or decisions. 
37. The individual proprietorship organization is limited to 
the life of the ov.rner, unless his heirs continue the 
activities of the firm. 
38. __ The indivi dual proprietor is allowed to keep his personal 
wealth even though his firm has failed and the creditors 
are clamoring for their money. 
39. ____ A good business background is not necessary for success 
in business. 
40. Sole proprietors perform three economic 11Inctions at once. 
Multiple-Choice 
Dir ections : In the space provided for in front of each 
business activity insert the alphabetical 
letter which denot es the t yp e of organization 
that is commonly used for this activity. 
1_9 
Ty pe s of business activity Types of business or g anization 
l. Road s i de Mark et 
2._Mining 
3._Dairying 
4._Automobile Sales and Rep air 
5. __ Lurnbering 
6 . Cot t on Producing 
?._Lawy e r 
s._utilit y 
9._Rest aurant 
lO._Account i n g Fi rm 
l l. __ Carpentry 
1 2 . g.redit Uni on 
l 3._Repair.-shop 
1 4 . Hotel 
1 5 ._Drugstore 
1 6._Automobile Manufacturine; 
17. ____ Frui t Growi ng 
1 8 . Theaters 
l9._Air Line 
20. _Farmi ng 





Directions: Insert in the space provided for in front of each 
cha~acteristic the alphabetical letter which 
denotes the type of business org anization to which 
this ch~acteristic best applies . 
~o ~-> -· 
Characteristics of org anizations Types 2£ business org aniz ations 
l. Profit refunded to shareholders A--Sole proprietorship 
2._Easy to start B--Partnersh ip 
3. ____ Hampered by regulations C-- Corp or at ion 
4._Sharing of profits and losses n--co-operative 
5. ____ Largest number of failures 
6 . Leas t risk to t he owners 
7._Profit divided according to contract 
8. ____ Bound by the decision of others 
9 . Easiest to expand 
10. Liable for the debts of others 
ll. _____ Absentee ownership 
l2._All members work together 
l3._Dissolved by death or wi t hdrawal 
l 4 ._0ne vote per member 
15. Activities are limited 
16. Most freedom of action 
17 • ____ Pays income tax on business e~nings 
18. Greatest volume of business 
l9. ____ Credit opportunities are slight 
20. ____ Perpetual life 
Matching Test 
Directions: Match the word or phrase in the left-hand column 
with its meaning or description in the right-hand 
column. Insert the alphabetical letter of your 
choice from the right-hand column in the space 
provided for in the left-hand coltmm. 
word or Phrase 
l. ____ Patronage refunds 
2. ____ Entrepeneur 
3. ____ Corporation 
4._Agent 
5. Common stoc};: 
6. Dividends 
7. Silent Partner 
8. Charter 
9. Inter·est 
lO. ____ Limited liability 
ll. ____ Board of directors 
12. ____ Negotiable 
13._Capital stock 
14._Monopoly 
15. Absentee ovmership 




20. ____ Prospectus 
Meaning .£!:. Description 
A. The smallest type of business 
organization 
B. A partner who does not wish 
to have his identity knovm, 
c. A person appointed to 
represent you 
D. The liability of the o~mers is 
limited to a certain amount~ 
E . Represents the ovmership of a 
corporation 
F. May receive unlimited returns 
G. Represents evidence of a loan 
to the corporation 
H. Paid to the stockholders 
I. Paid to the shareholders 
J. The owners do not manage the 
business 
K. Can be assigned to others 
L. Paid to the bondholders 
M. Dividends are limited 
N. Contains factual information 
about the financial condition 
of the corporation 
0. Complete control of an 
activity 




Matching Test (contrd.) 
Meaning ~ Description 
Q. Contains recommendations of' 
the Securities and Exchange 
Connnission 
R. The amount stated on the face 
of the stock certificate 
s. A certificate delegating 
voting authority 
T. Appointed by the trustees 
U. Secured from the state or 
Federal Govern~ent 
V. A partner who does not 
interfere with the business 
w. An individual created by the 
state or Federal Government 
X. An individual who forms a 
business organization 
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Key to Mast ery Test 
True- False Multiple Choi ce I Matching 
l . False l . D l . I 
2 . False 2 . A 2 . X 
3 . True 3. c 3 . w 
4. False 4 . B 4. c 
5 . False 5 . A 5 . F 
6 . ':J.lrue 6 . ,c 6 . H 
7 . False 7 . B 7. B 
8 . False 8 . :8 8 . J 
9. True 9 . A 9 . L 
10 . False 10. B 10 . D 
ll . True ll . c ll . p 
12. False 12 . D 12 . K 
13. True 13. B 13 . E 
14. True 14. D 14. 0 
15. False 15. c 15. J 
16. True 16. A 16. M 
17 . False 17 . c 17 . R 
18. True 18 . c 18. s 
19. False 19. A 19 . G 
20. False 20. c 20. N 
21. False 
22. True Multiple Choice II 
23 . False 
24 . False l . A . 
25. False 2 . c 
26 . True 3 . n · 
27. False 4 . B 
28. False 5 . C ' 
29. True 6 . D 
30 . False 7 . A 
31. True 8 . c 
32. True 9 . A 
33. True 10 . B 
34 . True 11. A 
35 . False 12 . D 
36. True 13 . A 
37 . 'rrue 14. c 
38. False 15. A 
39 . False 16. c 
40. True 17. D 
18 . c 
19 . c 
20. A 
CHAPTER V 
RELATIONSHIP OF GOVERNMENT A11D BUSINESS 
General Statement; of the Unit 
Busine ss operates under a set of laws that both aid and 
control. To finance its operation, the government must collect 
taxes :from individuals and business firms. In turn :for these 
taxes the government provides services, protects individuals 
and business units from unfair competition, end regulates 
business activities whi ch are in opposition to the best 
interests of labor and society. Every individual who expects 
to enter the business environment should have a clear under-
standing of the relationship between government and business. 
Delimitation of the Unit 
A. Introduction 
1. The government is related to business in two ways. 
a. The government aids business to operate safely, 
continuously, and successf'ully. 
b. The government regulates business to prevent it 
from harming society, individuals, and isolated business units. 
2. Business activity is a part of the larger area of 
social activity. 
3. Businessmen and business units play a vital part in 
the American society. 
4. Business and government have mutual interests and 
mutual responsibilities. 
5. The government sets up a framework of rules within 
which business operates. 
6. The relationship of business and g overnment is 
continually changing. 
7. The rules laid down by the government must be 
accepted and adjusted to until changed by process of law. 
B. Local Control of Business 
1. Many cities and towns have laws which regul at e and 
control business. 
2. The local community regulates the construction of 
buildings. Plumbing, electric a~, framework, and fireproofing 
regulations n1ust be .followed when erecting buildings. 
3. Planning boards operate in many of the local 
communities. The general activities of the planning board 
includes setting up residential zones, setting up business and 
industrial zones, and providing .for parks and pla~grounds. 
4. Some business units are required to obtain a license 
to operate. This requirement controls who and how many may 
g o i nto a particular type of business activity. The local 
community inspects to see that its regulations are followed. 
c. Ownership of Property 
1. The right to own property had its origin in the laws 
o.f England and other European countries. 
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2. The recognition of the ri ght to ovm property in the 
United States dates back to the first English settlement in 
this country. 
3. The term 11 private property" applies to goods or rights 
to goods controlled by an individual or a group of individuals. 1 
4. The right to own or to use private property is funda-
mentsl to the operation of a democratic society. 
5. The right of private ovmership of property is set 
forth in the Constitution of the United States. 
6. The Constitution stipulates that individuals have the 
right to acquire, buy, sell, own, use, or dispose of private 
property in any manner that they may choose. 
7. Rights to the ownership of private property are 
undergoing slow but continuous modification. 
D. Limitations On the Use of Private Property 
1. The rie;ht to own private property in a particular 
society depends upon the consent of the members of that 
society. 
2. The members of a society place certain powers in 
the hands of the government. The p ower to form laws is 
granted to the government. 
3. The government, with the right to form laws, has the 
power to deprive individuals or groups of individuals of 
cert ain priv~leges. 
1 Shilt, Bernard A., and w. Harmon Wilson, Business 
Principles and Management, South-Western Publish1ng Company, 
Cincinnati, 1947, pp. 558-9. 
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4. The government has the power to govern the use of' 
property. 
a. The government can tax the owners of' property. 
b. The goverrunent may take property in time of' an 
emergency or for the general welfare of society. This right 
is ref'erred to as the right of "eminent domainu. 
c. The government may take property through f'or-
f'eiture as when an individual fails to comply with the law. 
d. The government may take property when an indi-
vidual dies and leaves no legal heirs. 
e. The government may stop the use of private 
property for the maintenance of a public nuisance, or in the 
promoting of an unls.wful enterprise. 
E. Granting Sp~cial Property Rights 
1. The government has the power to grant special rights. 
2. Some of these special rights are known as franchises, 
patents, and copyrights. 1 
~· The franchise is a written contract limiting the 
use of public property and specifYing the compensation to be 
paid to the government. With a franchise, a person may use 
public property for private profit. 
b. The patent is an agreement that grants to an 
inventor the exclusive right to make, to use, or to sell his 
invention under a legal form of monopoly. The patent is 
obtained from the Federal Government. 
l Ibid, pp. 560-1. 
c. A copyright is the exclusive right to reproduce, 
to publish, or to sell literary or artistic work. The copy-
right is a grant of the Federal Governrnent. 
F. Limitations On Individual Initiative 
1. One of the fundamental principles of our democratic 
society is the individual's right to control and to operate 
his own enterprise. 
2. The regulation of business enterprise is on the 
increase. 
3. The government has tended to regulate any enterprise 
that operates unfairly toward labor and society. 
4. Individuals are free to use their own initiative so 
long as they do not infringe on the rights of others. 
G. Control of Wages and Hours 
1. Many states regulate the number of hours which may 
be worked. The states also control the opening and closing 
time of business firms. 
2. Many states control the operation of certain 
hazardous industries. 
3. Many states have enacted legislative statutes which 
regul at e the number of hours t h at women and children may 
work. 1 
4. All states require high school students to obtain 
a work permit from the Office of the Superintendent of Schools. 
5. Many states and comnunities have la~s regulating the 
1 Ibid, p. 578. 
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sanitary ruLd healthful conditions under which employees work. 
6. The Federal Government enacted the F air Labor Stan-
dards Act in 1938. 
a. This Act applies to employees of industries 
engag ed in interstate commerce, or employed in produci-ng goods 
shipped via interstate comrnerce. 
b. This Act exempts executives, administrators, 
professional workers, salesmen, agricultural workers, canners 
and packers of agricultural products, and employees of f i rms 
which conduct most of their business within one state. 
c. This Act ex empts certain seasonal industries 
from some provi~ons of the Act. 
d. This Act sp ecifies that children under sixteen 
cannot be employed except when they are vmrking for their 
parents. The Act a~so specifies that child~en under sixteen 
who are not legally required to be in school may work in 
agricultural employment. 
7. Minimum wages are set under laws enacted by both the 
state governments and the Federal Government. 
8. The Federal Government enacted the National Labor 
Rel ations Act in 1947. 
a. This Act sets up the National Labor Relations 
Board. 
b. The National Labor Relations Board investigates 
charges brought against an employer by an employee or a 
labor organization. 
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c. The Board investig ates charges brought against 
a labor organiz.ation by an employee or an employer. 
d. The Board conducts elections to determine the 
collective bargaining representative of the employees. 
e. The Board conducts elections to determine 
whether the employees want an open shop or a union shop. 
f. Labor organizations, in order to come within 
the Act, must take the following steps: (1) furnish a list of 
union officers to the Board, (2) file a non-conm1unist affi-
davit for each officer, (3) furnish financial reports to the 
Department of Labor, and (4) furnish a copy of the union 
by-laws and/or constitution to the Board. 
g. The Act prohibits employers and labor organiza-
tions from restraining, coercing, or interfering with 
employees in the exercise of t h eir ri ghts. 
9. The Federal Mediation and Concilation Service tries 
to settle labor disputes. 
H. Mercantilism and Laissez Faire 
1. The theory of merc antili sm developed during the early 
days of trade in Europe. 
2. Mercantilism is a theory that business can be con-
ducted most eff ectively if it is closely regulated by the 
government . 
3. Nations which followed the mercantilistic t h eory 
granted monopolies and regulated the relations between business 
operators and their employees. 
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4. Nations which adopted the mercan.tilistic theory 
placed restrictions on imports, exports, and the use of' money. 
5. 'l'he term "laissez f'aire 11 comes f'rom the French and 
means, "Let one do as he pleases" • 1 
6. The early commerce of' the United States was operated 
on a laissez faire basis. 
7. Business in the United States still operates on the 
laissez faire theory but it is somewhat regulated to protect 
labor and the public. 
8. The trend toward government regulation of business 
is increasing, especially during economic emergencies. 
I. Fair Trade Laws 
1. Fair trade laws have been enacted by the Federal 
Government and most of the state governments. 
2. The Robinson-Patman Act attempts to prevent dis-
crimination in selling. 
3. The Tydings-:Miller Fair 'rl"ade Enabling Act allows 
states to establish fair trade laws in co-operation with 
the Federal Government. 
4. All states except Texas, Vermont, and Missouri have 
fair trade laws. The District of Columbia does not have a . 
fair trade law. 
5. All fair trade laws contain the f'ollowing general 
provisions. 
a. The owners and distributors of' identified 
1 Ib~d, pp. 563-4. 
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articles are_ allowed to mak e contracts containing price 
agreements . 
b. A producer or distributor can require a dealer 
to sign a contract agreeing not to sell a commodity at less 
than a minimum stipulated price. 
c. Owners of trade-marked merchandise are allowed 
to specify the resale price of their goods. 
d. Wh.en a distributor signs a resale price agree-
ment for a particular commodity the other distributors in 
that state are required to follow the sru.ne agreement. 
e. Price agreements between manufacturers or 
distributors of a particular conwodity are forbidden by this 
Act. These agreements are ca.lled horizontal pricing agreements. 
f. Price cutting und er the contract minimum is 
allowed under certain conditions. 
6. The opponents of farr trade laws cite many disadvan-
tages of the laws. 
a. Distributors object to management interference. 
b. The development of private brands is encouraged. 
c. Standardized margins do not benefit all retailers 
to the same extent. 
d. Competitors are able to exploit manufacturers 
who commit themselves to pricing agreements. 
e. The power of the producer t o control prices may 
lead to government regulation to protect the consumer. 
f. Customers who patronize cut-rate stores may have 
to pay higher prices on favorite items. 
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g. The producer incurs additional expenses because 
he has to be aware of the leg al aspects of the fair trade laws. 
h . Distributors who have n o t signed price agreements 
must conform to contracts made by others . 
7. The proponents of fair trade laws cite many advan-
tages of the laws . 
a. Retailers are protected from competition on many 
well-known items. 
b. "Loss-leader' selling is reduced. 
c. The small retailer can meet competition in 
selling brand items . 
d . Brand names and labels are protected . 
e . The laws affec t only a small proportion of 
constuner goo ds . 
f. Conwerce tends to flow through normal retail 
channels . 
g . Direct governmental regulation is reduced. 
h . Fair trade principles are promoted. 
i . Unsound competition among distributors is reduced. 
J. Monopolies 
1. A monopoly allows an individual or group of indi-
viduals to control the price, use, or production of some 
service or commodity. 1 
2. Monopolies are supposed to represent very efficient 
forms of production but they are generally undesirable . 
l Ibid, p. 565. 
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3. The Sherman Antitrust Act, other Federal laws, and 
laws enacted by the states attempt to restrict the growth of 
monopolies. 
4. The government grants monopolies to railroad companies, 
telephone and telegraph companies, and utility companies. 
5. The government reserves the right to regulate any 
mon opoly granted by it. 
6. Many monopolies are not owned or regulated by 
governmental bodies. 
7. Some of the waste of competition are avoided und er 
a monopolistic situation. This is especially true since many 
o f the services would tend to be duplicated. 
K. Interstate Comraerce 
1. The Federal Government has the power to regulat e 
interstate commerce. 
2. States are not p ermitted to impose duti es on i mports 
or exports. 
3. Many states h ave pas sed acts and regulations which 
tend to restrict the flow of co~nerce among the states. 
4. The Interstate Commerce Act of 1887 created the 
Interst ate Commerce Commission with authority to prevent 
discrimination and other objectionable practices of the r ail-
roads.1 
a. The Commission has regulatory authority over 
1 Beighey, Clyde, and El mer E. Spanabel, Economic and 
Business Opportunities, The John C. Winston Company, 
Philadelphia, 1938, pp. 304-6. 
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all types of water traffic operations under the control of the 
railroads. 
b. 'rhe Transportation Act of 1920 gave the Commission 
the authority to fix exact rates to be charged by the railroads. 
c. The Motor Carrier Act of 1935 gave the Commdssion 
the authority to regulate the transportation of passengers and 
freight in interstate commerce. 
L. Control of Financing. 
1. The Securities Act passed in 1933 created the Securi-
ties and Exchange Commission. 
a. 'I'he Commission regulates the information pub-
lished regarding new stock issues. 
b. The Commission regulates stock exchanges where 
securities are bought and sold. 1 
2. 'I'he Federal Reserve System directly affects business 
activities through its interest and credit policies. 
3. The United States Treasury affects business activities 
through its financial, taxation, and borrowing policies. 
4. Many states have "blue-sky lawsrt which are designed 
to protect citizens from fraud in the sale of securities. 
5. The Reconstruction Finance Corporation and other 
govermnent agencies lend money to private enterprises. 2 
1 Shilt and Wilson, 2£• cit., pp. 580-1. 
2 Jones, Loyd L., Herbert A. Tonne, and Ray G. Price, 
Functions of Business, The Gregg Publishing Company, New York, 
1941, pp. 334-5. 
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IVI . Other Federal Agencies 
l. The United States Department of Commerce is the 
liaison between business and the Federal Government.l 
a. The Secretary of Commerce is a member of the 
President's Cabinet. 
b. The Secretary of Commerce advises the President 
on matters affecting the nation's business activities. 
c. The Department publishes a great deal of 
literature pertaining to business operations, business condi-
tions, prices, production, sales, management, and other 
topics. 
d. The Department has branches in several leading 
cities. 
2. The National Bureau of Standards makes tests and 
establishes standards for governmental purchases. 
3. The United States Department of Agriculture adminis-
ters many laws which affect business firms. 
a. The Department inspects meat, butter, egg s, 
and milk . 
b. The Department designa tes the grading standards 
for canned foods. 
4. The Federal Trade Commission aillninisters most of the 
Federal laws dealing VJith fair competition. 
a. The Commission investig ates complaints by indi-
viduals, concern~ or associations. 
l Shilt and Wilson, ££• cit., p. 567. 
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b. The Commission has jurisdiction over false 
advert i sing. This jurisdiction is supplementary to state 
control. 
N. Taxation of Business 
1. The goverrunent must tax individuals and firms in 
order to finance its activities. 
2. The imposition of a tax is one of the first actions 
of a governmental organization. 
3. Firms must keep accurate bookkeeping records so that 
they can substantiate their tax returns. 
4. Many states have state income taxes or sales taxes. 
5. Every state has some form of a property tax. 
6. The Soci al Security Act of 1935 provides for taxation 
of employees and employers for the purpose of providing funds 
for old age and unemployment compensation. 
7. Businessmen spend a great deal of time filling out 
tax forms, computing taxes, and in making detailed reports to 
governmental agencies. 
8. Corporations doing business in several states are 
subjected to numerous additional taxes. 
9. Tax money i s used to p r ovide services which are 
desired by individuals and firms. Some of these services are: 
police, fire, and military service; health protection; postal 
service; legislative and executive services; courts, prisons, 
'. 
and jails; · welfare and relief agencies; maintenance of streets 
-: and walks; park s and recreational activities; and museums and 
Core Activities 
Every student who plans to work in a business organiza-
tion should understand how and why the government is related 
business activity. The following -activities and questions 
will guide you to sources of information which will provide 
you with an understanding of how government and business are 
related. The coded letters and numbers represent the .title 
and page numbers of a source of information. The key to the 
coded references is located on the l ast pag e of the activities. 
1. \i!Jhat is the relationsh ip of government and business? 
How does the government aid business? How does the govern-
ment control business? 0:503-4, J:481 
2. How is business related to our way of living? 0:503-4 
3. How stable are the relations between government and 
business? 3:559 
4. How does the local community aid business? 0:496 
5. Vl hat are the statues that regulate business activity 
in your community? 0:496, J: 486 
6. 1Vhy are planning boards created? 0:496 
7. Why is the construction of building s regulated by 
the local community? What are the regulations in your 
community? Visit the city or tovm hall and obtain this 
information. 0:496 
8. vVhat type of business activities require a license 
before they c an operate? 3:590-1 
9. Make a list of the services that the local community 
f.i8 
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supplies to business organizations. 0:426-9, S:59l-2 
10. What does the term "private property" me:an? S:558-9 
11. How does the right to own private property £unction 
in the United States? How does it .function in other 
countries? S:559 
12. From what source did the right to own private 
prop erty originate? S:559 
13. What s p ecific laws or documents give individuals and 
firms the right to own private prop erty? 
14. What property rights are set forth in the Constitu-
tion of the U~ited States? 
15. Have property rights remained unchanged or are they 
continually changing? Explain. S:558 
16. What are the powers that the citizens give to the 
government? Why doe s the government receive these powers? 
S:559-60 
17. How does the government govern the use of property? 
8:559 
18. Does the government have the power to grant special 
prop erty rights? S:560 
19. 1JIJhat are some of the s p ecial property rights granted 
by the government? S:560-l 
20. Does the government place any restrictions on 
individual initiative? S:562 
21. 1;1/.hy does the government regulate business? S: 562-3 
22. 1/Vhat are the conditions undervb.ich individuals are 
free to do as they please? 8:563 
23. Does the government exercise control over wages, 
hours, and working conditions? V~1y? 8:578-9 
24. What are the local and state laws which regul ate 
the employment of women and children? S:578 
25. ~fuat Federal laws regulate the employment of women 
and children? 8:578-9 
26. What are the local and state laws which regulate 
the working conditions of employees? S:580 
27. Why are minimum wage laws created? S:579 
28. What is the National Labor Relations Act? Hov1 
does this Act operate? 
29. What is the Federal Iviedi at ion and Conciliation 
Service? Vfuat are the functions of this agency? 
30. How did early commerce develop? S:563 
31. What does the term "mercantilism" mean? 3:563-4 
32. \¥hat does the term "laissez faire 11 mean? S: 563-4 
33. Under what theory do the business activities of the 
United States operate? S:564 
34. What are the fair trade laws? 1Jl/hy have fair trade 
laws been established? S:572 
35. What are the arguments .for 8l'ld against f'air trade 
laws? 3:572-4 
36. Wh at is a monopoly? How does a monopoly operate? 
s: 565-6 
37. V\lhy are monopolies so undesirable? 3:566..;7 
7 0 
38. Wbat monopolies are granted by the government? 
Vvhy? S :565-6 
39. Does the governJnent regulate monopolies? S:565 
40. What are the advantages and disadvantages of 
monopolistic control of business? S:566-7 
41. vVhat a g ency regulates interstate commerce? B:304-6 
42. Wh at restrictions hamper the flow of comrnerce between 
the states? S:564 
43. vVhat agency regulates intrastate commerce? 
44. Wbat are the functions of the Interstate Conm1erce 
Con®ission? B:310-ll, J:492 
45. vVhat agency r egulates intercoastal traffic? 
46. What agency regulates the transportation of freight 
and passengers by motor vehicle? 
47 . How does the goverru:nent control financing? S: 580 
48 . VVhat are the functions of the Securities and 
Exchange Cornrnission? S:580-l 
49 . Do the policies or the activities of the Reserve 
Ban};:ing System affect business activity? 0: 494-5 
50. Do the activities of the United States Treasury 
affect business activity? 0:494-5 
51. vVhat does the term "blue sky law 11 mean? s:581-2 
52. what government agencies exist to give financial 
aid to business firms? J:334-5 
54. What agency acts as a liaison between government 
and business? What are its functions? S:567 
55. Vfuat are the f~mctions of the Federal Trade 
Co1nmission? S:571-2, S:574-7 
56. How does the government finance its activities? v'v'ho 
supplies the money to operat e the government? S:586, 0:424-6 
57. What are the types of taxes which are paid to the 
Federal Government? 3:595, 0:426-9 
58. Vvb.y is it necessary to l{eep accurate re c ords? S:593 
59. What are the types of taxes which are paid to the 
st ate and local governments? S:595, 0:429 
60. What is the Social Security Act? How does this 
Act operate? S:586-7 
61. \ h at is the Unemployment Gornpensation Act? How does 
this Act operate? S:588-9 
62. Does business pay overlapping taxes? 0:447 
63 . Vfuat are some of the services that are provided 
through taxation? 0:428-9 
Optional Related Activities 
1 . Examine your state laws which pertain to wages , 
hours, and working conditions . Summarize and prepare a 
report for class presentation. 
2. Visit your city or town hall and inquire as to the 
type of firms that require licenses. Prepare a sum1nary to 
give to the class ors~ly. 
3. Visit your city or town hsll and inquire as to the 
local zoning or building laws. Prepare a written report . 
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4. Make a report on recent labor legislation such as 
the T a:rt-Hartley Act. 
5. Prepare a report on the National Association of' 
Manufacturers. Tell how the Association is concerned with 
and influences governmental regulation of' business activity. 
6. Trace the background of governmental control of 
business and report on such phases as monopolies, wages, and 
hours. 
7. Organize a debate on the subject , "All Monopolies 
Should Be Abolished". 
8 . Bring to class newspaper clippings dealing with 
government regulation of business activity. 
9. Write a letter to the Comrrdssioner of Taxations and 
request a copy of the laws dealing with income taxes. 
10. Conduct an investigat ion into the qualities of a 
particular canned product. Select a canned product which 
carries a label approved by a governmental agency. Examine 
the various grades of the s~ae product . Prepare a class 
demonstration. 
11. Prepare a one-act play which illustrates the operation 
of a local planning board. 
12. Visit one of the loc al a ttorneys and ask him to 
supply yo11 with a sample copy of a franchise, patent application, 
or copyright. 
13. Read several articles on the policies of the United 
States Treasury. Prepare a sunrr.1ary report. 
. 14. Construct a chart wh ich illustrates the various 
taxes that are paid by a particular firm. Show the percen-
tage relationship of each tax to the total value of the 
product which the firm manufactures. 
15. Organize a round table discussion on the need and 
desire for government regulation of business. Invite a 
local businessman and a local member of the state legis-
lature to present their views. 
16. Prepare a "calendar of tax dates" for the business-
man of the local community. Show the dates on which the 
various reports are due. 
17. 1·11 ake a chart showing the var ious taxes, the source 
of the taxes, arrl the purpose for which the tax money is 
spent. 
18. Read bulletins and pamphlets which illustrate how 
to prepare income tax forms. Illustrate and explain t o the 
cl a ss the deductions wh ich a businessman can claim in filling 
out his income tax report. 
19. Prepare a report on some specific aspect of govern-
mental regul ation of business activity. The r eport could be 
on public reac t ion to control s , fair tr ade laws, or n ew 
labor legislation. 
20. Write a report on the functions of the Security and 
Exchang e Commission. 
21. Examine some o f the pamphlets and bulletins which 
are distributed b y the Department of Connnerce. Prepare a report. 
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MASTEH.Y TEST 
True-False 
Directions: Insert the letter T in front of each statement 
which is true. Insert the letter F in front of 
each statement which is false. Any statement that 
is partly false should be treated as all false. 
1. The local community does not regulate the construction 
of building s. 
2. ____ Business activity is a part of the larger area of 
social activity. 
3. Businessmen are not required to comply with laws that 
do them an injustice. 
4. ____ Planning boards set up the residential and industrial 
~ones. 
5. The local government inspects some of the local firms 
to see if they are complying with regulations. 
6. ____ Every government grants the right to ovm private property. 
7. Business firms may not own private property. Private 
property must be listed in the ne.rnes of individuals. 
8. The ri ght to ovm private property can be traced back to 
the co:m:mon law of England and other European countries. 
9. The right to own private property is set forth in the 
Constitution of the United States. 
10. The members of society place the right to make laws in 
the hands of the government. 
11~ When an individual fails to comply with the law the 
government can claim his property. 
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12. __ A democratic government can deprive individuals of their 
rights although the members of the society do not 
approve of this restriction of rights. 
13. __ The local government has the power to grant franchises, 
patents, and copyrights. 
14. ____ The regulation of free enterprise is on the decrease. 
15. Ind ividuals are free to use their o wn initia.tive as long 
a s their activities do not infringe on the rights of 
other individuals. 
16. ____ Business firms may operate as many hours and a s many 
days as they vvish. 
17. The Federal Government is the only government that has 
passed legislation regulating the hours of employment. 
18._Very few commercial firms pay att.ention to the welfare 
of their employees. 
19. The Federal Labor Standards Act cov ers only employees of 
industries eng aged in interst ate commerce. 
20. ___ Executives, administrators, and salesmen are subject to 
the rules of the Federal Labor Standards Ac.t. 
2l. ___ Children may work for their parents in any occupation 
excep t manufacturing and mining. 
22. ___ Minimum wage laws have been passed by both the state 
and local gover'nments. 
23 . The National Labor Relations Board has juri sdiction over 
the policies of labor unions. 
24. The Taft-Hartley Act protects employees from unfair 
labor practices by labor unions. 
25. ____ The National Labor Relations Board settles disputes 
between labor and management. 
26. ____ Generally speru{ing, business in the United States still 
operates on the laissez faire theory. 
27. The Robinson-Patman Act attempt s to p revent discrimina-
tion in selling to preferred customers. 
28. All states have fair trade laws. 
29 ._Under a recent Supreme Court ruling the manufacturer 
can no longer enforce the fixed prlce on their goods if 
a retailer has not signed an agreement. 
30. Fair trade laws protect the s r11all retailer from 
competi t ion on well-knovm i terns. 
31. All retailers have the same margin on goods which are 
fair-traded. 
32 . Fair tr ade laws tend to favor small and inefficient 
proprietors. 
33 . __ 'I'he government does not have the power t o regulate 
monopolies. 
34. ____ The government is willing to grant monopolies to any 
t ype o f business activity. 
35 . Interstate commerce comes within t he jurisdiction of 
the I nterstate Commerce Commission. 
36 . States cannot i mpose duties on good s t h at cross t he 
boundaries o f the state. 
3'7._The Interstate Commerce Commission h a s authority over 
freight r'ates but not passenger rates. 
49 . The Federal Trade Commis s ion investig a t es comp l aints 
of unfair competition. 
50 . __ Taxes finance the op eration of the government . 
51. The Federal Government requires firms to keep accurate 
records. 
52. Stoclu1.olders pay a double tax on corporation profits 
whi ch are distributed to t h em as dividends. 
53. ____ Corporations doing business in several states are 
subject to nuraerous additional taxes, some of which 
are overlapping . 
54. The Social Security Act places taxes on both employees 
and employers. 
55. Tax forms and reports are comp aratively simple and 
require little time to prepare . 
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Matching Test 
Directions: Match the business term in the left-hand column 
with its explanation in the right-hand column. 
Insert the alphabetical letter of your choice 
from the right-hand column in the space provided 
for it in the left-hand column. 
Business Terms 
1. Laissez faire theory 
2 . ____ Mercantilistic theory 
3. Eminent domain 
4 • __ Fr anchise 
5. Patent 
-
6 . __ Copyright 
7._Monopoly 
8. Interstate commerce 
9. Intrastate corrrrnerce 
-
lO. ____ Blue-sky law 
Explanation of Business Terms 
A. Business which is conducted 
in one state 
B . Business should be regulat ed 
by the government 
C. The right to use public 
prop erty for private profit 
D. Merchants should run the 
government 
E. A state law designed to 
protect s e curity buyers 
F . The right to make, sell, or 
use an invention under a 
form of a monopoly 
G. The right to take property 
in time of emergency 
H. Business which is conducted 
in several states 
I. The right to reproduce and 
sell literary or art i stic 
work 
J. Each individual should oper-
ate his business freely 
K. Control of the price or pro-
duction of some commodity o r 
service 
L. The domain of a very imp or-
tant person 
M. A Federal law, regulation, or 
rule which pertains to 
commerc i al f lying 
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Matching Test 
Directions: Match the name of the agency in the left-hand 
column with the description of its function in 
the right-hand column. Insert the alphabetical 
letter of your choice from the right-hand colwnn 
in the space provided for the answer in t he 
l eft-hand colwnn. 
Gover runent Agencie s 
1. Federal Trade 
-Commission 
2. Department of 
--Agriculture 
3. Bureau of Standards 
4 . Dep artment of 
-Commerce 
5._Dep artment o f Labor 
6. United States 
-Treasury 
7. National Labor 
-Relations Board 
8. Federal Mediation and 
----Conciliation Service 
9 . Federal Reserve Board 
10. Interstate Commerce 
--Commission 
Function of the Agencies 
A. Investigate complaint of 
unfair competition 
B. Act as liaison between 
business and government 
c. Loan money to private 
business fi r ms 
D. Designate grading standard s 
for canned foods 
E . Set material standard s for 
goverrunent purchases 
F. Settles disputes b etween 
labor and management 
G. Processes the Taft-Hartley 
Act 
H. Advises on national labor 
problems 
I. Establish frei ght rates 
J. Investigate wages, hours, 
w~d wor king conditions 
K. Issue paper money 
L. Establish financial policies 
and procedures 




Key t o Mastery Test 
True-False Matching Test I 
1 . False 29 . True 1 . J 
2 . True 30 . True 2 . B 
3 . False 31 . False 3 . G. 
4 . True 32. True 4 . c 
5. True 33. F a lse 5. F 
6 . False 34. False 6 . I 
7 . False 35 . True 7 . K 
8 . 'rrue 36 . True 8 . H 
9 . True 37. False 9. A 
10 . True 38. True 10. E 
11. 'l1rue 39 . True 
12. False 40 . False Matching Test II 
13 . False 41 . True 
14. False 42. False 1 . A 
15. True 43 . False 2 . D 
16 . False 44 . True 3 . E 
17 . False 45. True 4 . B 
18. False 46. True 5. J 
19 . True 47 . True 6 . L 
20 . False 48. True 7 . G 
21. True 49 . True 8 . F 
22 . False 50 . True 9 . K 
23 . False 51 . False 10. I 
24 . True 52 . True 
25. False 53 . True 
26 . True 54. True 
27 . True 55. False 
28 . False 
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